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THE TEXT YOU ARE VIEWNG | S A COVPUTER- GENERATED OR RETYPED VERSI ON OF A
PAPER PHOTOCOPY OF THE ORI G NAL. ALTHOUGH CONSI DERABLE EFFORT HAS BEEN
EXPENDED TO QUALI TY ASSURE THE CONVERSI ON, |IT MAY CONTAI N TYPOGRAPHI CAL
ERRORS. TO OBTAIN A LEGAL COPY OF THE ORI G NAL DOCUMENT, AS IT
CURRENTLY EXI STS, THE READER SHOULD CONTACT THE OFFI CE THAT ORI G NATED
THE CORRESPONDENCE OR PROVI DED THE RESPONSE.

MVEMORANDUM
DATE: Sept ember 9, 1988

SUBJECT: Applicability of Prevention of Significant Deterioration
(PSD) and New Source Performance Standards (NSPS)
Requirenents to the Wsconsin Electric Power Conpany
(VWEPCO) Port Washington Life Extension Project

FROM Don R Cay, Acting Assistant Adm nistrator
for Air and Radiation (ANR-443)

TO David A Kee, Director
Air and Radi ation Division, Region V

This is in further response to your March 25, 1988 menorandum
requesting gui dance on PSD applicability regarding the proposed
renovati on of the Port Washi ngton Power Plant by the WEPCO |
have al so addressed the question whether the renovations proposed
for this facility would subject the individual units to Subpart Da
of the NSPS.

Based on the information presented in your nmenorandum
subsequent witten information received from WEPCO, information
provided by the State of Wsconsin, and other information
contained in the Environnental Protection Agency's (EPA's)
files on this matter, | have concluded that, as proposed, this
renovation project would not come within the PSD and NSPS
exclusions for routine nmaintenance, repair, and replacenment, nor
t he exclusions for increases in production rate or hours of

operation. It also appears that the project would increase
em ssions within the neaning of these two progranms. Thus, the
renovation project likely would be subject to PSD review as a

maj or nodi fication of an existing stationary source and that the
renovati ons proposed for units 1-5 at this facility probably would
subj ect the individual units to Subpart Da of the NSPS as a

nodi fication. However, WEPCO has not yet requested EPA to make an
applicability determnation. |In any case, it would not be
possible to make final applicability determ nations at this point,
for three basic reasons.

First, EPA nust be supplied sufficient data regarding the
various pollutants emtted by the Port Washington facilities to
determ ne, on a pollutant-specific basis, how the proposed
renovati ons woul d affect em ssions |evels. Second, WEPCO m ght
avoi d both PSD and NSPS applicability by adding or enhancing
pol lution control equipnment, or in the case of PSD, restricting
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oper ati ons bel ow maxi num potenti al such that the em ssions

i ncreases necessary to trigger applicability would not occur. The
WEPCO shoul d discuss its plans in this regard with EPA. Third,
regarding NSPS applicability to unit 1, additional information is
necessary to determ ne whet her a physical or operational change
woul d occur.

Thus, al though this nenmorandumwi |l serve to answer many of
t he questions necessary to reaching final determ nations, you
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shoul d advi se WEPCO that ultimately applicability depends upon
changes in em ssions after the renovati ons and whet her the conpany
decides to take the steps which would enable it to lawfully avoid
coverage. Also, NSPS coverage of unit 1 can only be determ ned
after an evaluation of the additional information regarding the
work to be performed. 1In addition, as to NSPS, WEPCO shoul d be
advised to subnmt a formal request pursuant to 40 CFR 60.5 if it
desires a final applicability determ nation.

As the need for further factual devel opnent here suggests,
determ nations of PSD and NSPS applicability are fact-specific,
and nust be made on a case-by-case basis. This nmenorandum
provides a framework for analyzing the proposed changes at Port
Washi ngton and gives EPA's views on rel evant issues of |ega
interpretation. 1t should also be useful in assessing other
so-called "life extension" projects in the future. However, any
such project would need to be reviewed in light of all the facts
and circunstances particular to it. Thus, a final decision
regarding PSD and NSPS applicability here would not necessarily be
determ native of coverage as to other |ife extension projects.

If you have any further questions regarding the discussion or
conclusions in this nenorandum please have your staff contact
Davi d Sol omon of the New Source Review Section at FTS 629-5375

I. Background

As nmentioned in your March 25 request, the five coal-fired
units at Port Washi ngton began operation in 1935, 1943, 1948
1949, and 1950, respectively. Each unit was initially rated at 80
negawatts el ectrical output capacity. |In recent years, however,
the performance of the units began to deteriorate due to age-
rel ated degradation of the physical plant. |In particular,

i nspections performed by a WEPCO consultant in 1984 reveal ed
extensive cracks originating fromthe internal surfaces of the
rear steam druns and boil er bank boreholes in units 2, 3, 4, and
5, creating significant safety concerns. Because of these safety
concerns and ot her age-related problens, in 1985 the operating

| evel s of units 2, 3, and 4 were reduced, and unit 5 was renoved
fromservice. As a result of the plant's deteriorating condition,
t he maxi numrated physical capacities of units 1, 2, 3, and 4 at
this time are 45, 65, 75, and 55 negawatts, respectively.
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The life extension project includes extensive capita

i mprovements to the common facilities and each of the individua
units, including replacenent of the rear steamdrumin units 2, 3

4, and 5. The renovation work will restore the physical and
operational capability of each unit to its original 80 negawatt
namepl at e capacity, and extend the useful life of the units well

beyond the planned retirenent dates that woul d otherw se apply.
Upon conpl etion of the project, WEPCO i ntends to substantially
increase the actual operations at the Port Washi ngton plant.

I1. PSD Applicability

The life extension project at Port Washington is subject to
preconstruction review and permtting under the Act's PSD
provisions if it is a "mgjor nodification" within the neaning of
the Act and EPA's regul ations. The PSD regul ations at 40 CFR
52.21 govern this determ nation because W sconsin has been
del egated PSD permitting authority under the provisions of
52.21(u). The definition of "mpjor nodification" in
52.21(b)(2)(i) requires an analysis of several factors. These
factors may be grouped under two general questions. WII the work
entail a "physical change in or change in the nethod of operation
of a mpjor stationary source"? If so, will the change "result in
a significant net emi ssions increase of any pollutant subject to
regul ati on under the Act" [see 52.21(b)(2)(i)]? The Port
Washington facility is an existing mpjor stationary source



because it emts well in excess of the PSD t hreshold anmount for
several pollutants.

A. Physical Change or Change in the Method of Cperation

This requirenent of a major nmodification is satisfied if
ei ther a physical or operational change woul d occur.

1. Physical Change

The renovation work called for under the proposed life
extension project at Port Washington woul d constitute a "physica
change" at a mmjor stationary source. The clear intent of the PSD
regulations is to construe the term "physical change" very
broadly, to cover virtually any significant alteration to an
existing plant. This wide reach is denonstrated by the very
narrow excl usion provided in the regulations: other than certain
uses of alternate fuels not relevant here, only "routine
mai nt enance, repair and replacenent” is excluded fromthe
definition of physical change [see 52.21(b)(2)(iii)(a)].

In determ ni ng whet her proposed work at an existing
facilityis "routine," EPA nakes a case-by-case determ nation by
wei ghi ng the nature, extent, purpose, frequency, and cost of the
work, as well as other relevant factors, to arrive at a

common-sense finding. In this case, all of these factors suggest
that the work required under WEPCO s |ife extension project appears
not to be "routine." The available information indicates that the work

proposed at Port Washington is far frombeing a regular,
customary, or standard undertaking for the purpose
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of maintaining the plant in its present condition. Rather, this is a highly
unusual , if not unprecedented, and costly project. |Its purpose is

to conpletely rehabilitate aging power generating units whose

capacity has significantly deteriorated over a period of years,

thereby restoring their original capacity and substantially

extending the period of their utilization as an alternative to

retiring themas they approach the end of their useful physica

and economic life. The nost inportant factors that woul d support

these concl usions are outlined bel ow

a. The project would involve the replacenent of nunerous
maj or conmponents. The information submtted by WEPCO shows t hat
the conmpany intends to replace several conponents that are
essential to the operation of the Port Washington plant. 1In
particul ar, as noted above, WEPCO woul d repl ace the rear steam
druns on the boilers at units 2, 3, 4, and 5. According to WEPCO
these steamdruns are a type of "header" for the collection and
di stribution of steam and/or water within the boilers. They
neasure 60 feet long, 50.5 inches in dianeter, and 5.25 inches
thick, and their replacenent is necessary to continue operation of
the units in a safe condition. |In addition, at each of the
em ssions units, WEPCO plans to repair or replace several other
integral conponents, including replacenent of the air heaters at
units 1, 2, 3, and 4. The WEPCO al so plans to renovate mgj or
nechani cal and electrical auxiliary systenms and common pl ant
support facilities. The WEPCO i ntends to performthe work over a
4-year period, utilizing successive 9-nonth outages at each unit.

Inits July 8, 1987 application for authority to renovate
tot he Public Service Conmi ssion of Wsconsin (PSC), WEPCO
described the Iife extension project and explained its purpose and
necessity. The WEPCO took care to distinguish the proposed
renovati on work fromroutine maintenance that did not require PSC
approval , explaining that:
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. [work itens] falling into the category of repetitive
mai nt enance that are normally perforned during schedul ed
equi prent outages do not require specific comm ssion
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approval and, accordingly, are not included in this
appl i cation.

Thus, WEPCO s own earlier characterization of this project
supports a finding that the planned renovati ons are not routine

b. The purpose of the project is to significantly enhance
the present efficiency and capacity of the plant and substantially
extend its useful economic life. In its application to the PSC
VEPCO poi nted out that due to age-related deterioration, tota
pl ant capability had declined by 40 percent. The conpany noted
that the currently planned retirenment dates for the Port
Washington units, as set forth in its Advance Plan filed with the
State, ranged from 1992 to 1999. However, WEPCO asserted that
"extensive renovation of the five units and the plant common
facilities is needed if operation of the plant is to be
continued.” In any event, WEPCO stated that the renovati on work
woul d al l ow the Port Washington plant to generate power at its
desi gned capacity until the year 2010, and thus "represents a
life extension of the units.”
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In contrast, inits July 29, 1988 letter to EPA headquarters
(pages 9-13), WEPCO characterized the renovati on work as the
tinmely, routine correction of equi pnent problens--principally, the
steam drum cracks. However, the information presented leads to
the conclusion that this is not the case. Wile replacenent of
the steamdruns is necessary to restore | ost generating capacity,
that is not the only work proposed to be done. Based upon nmaxi mum
capacity figures for past years, it appears that the units had
experienced deterioration in physical generating capacity even
prior to the discovery of the steamdrumcracks in 1984. Thus,
VEPCO proposes a w de-rangi ng project enconpassing a broad array
of tasks that would not only correct the steam drum problem but
correct other age-related deterioration that is essentially
i ndependent of the steamdruns. Such other work (e.g.
repl acement of air handlers) apparently is also necessary as a
practical matter to restore original naneplate capacity. Thus, it
appears that even if WEPCO had undertaken this renovation work
imediately follow ng discovery of the steam drumcracks, it would
have been proper to characterize the proposed work as a nonroutine
life extension project.

c. The work called for under the project is rarely, if ever,
perfornmed. The WEPCO s application to the PSC asserted that the
work to be perfornmed under the life extension project was not
frequently done:

Generally, the renovation work itens included in this
application are those that would normally occur only
once or twice during a unit's expected life cycle.

The EPA asked WEPCO to submit information regarding the
frequency of replacement of steamdruns, the |argest category of

11t is inmportant to note in this regard that not al
renovation, repair, or "life extension" projects would properly be
characterized as nodifications potentially subject to PSD and
NSPS. For exanple, nonroutine repairs to correct unexpected
equi prent out ages, even of mmjor conponents such as steam druns,
woul d not be subject to NSPS if they did not increase the maxi mum
capacity of the affected facility as it existed prior to the
out age. Conversely, undertaking a program of repair and
mai nt enance properly characterized as routine woul d not subject a
facility to the Act's requirenents.
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work itemcalled for under the project. WEPCO reported that to
date, no steam druns have ever been replaced at any of its

coal -fired electrical generating facilities. WEPCO did point out
that it had replaced other "headers" conparable in design pressure
and function. However, the largest of these was 16 inches in

di aneter, and EPA does not believe that they are conparable in

di aneter, wall thickness, function, or inportance to the rear
steam druns at Port Washi ngton. 2

d. The work called for under the project is costly, both in
relative and absolute terns. The latest information supplied by
VWEPCO i s that the renovation work at Port Washington wll cost
$87.5 mllion, of which at least $45.6 mllion is designated as

capital costs.3 The WEPCO reports that, in terns of annualized
costs, the renovation project will cost $7.8 mllion, as conpared
to $51.6 million for a new 400 nmegawatt plant. Thus, renovation

costs represent approximately 15 percent of replacenents costs.
2. Change in the Method of Operation

The renovation work at Port Washi ngton would not constitute a
"change in the nethod of operation” within the meaning of the PSD
regul ati ons. However, it is clear that the "physical change" and
"operational change" conponents of the "major nodification"

2The WEPCO s July 29, 1988 letter to EPA stated (on page |3)
that after further investigation, the conpany "l earned of severa
exanpl es" of steam drum failure and replacenent. However, WEPCO
provides no further details, other than noting that in one
instance, the drumfailed during initial testing and was
repl aced. Replacenent of a failed conponent at a new facility
presumably woul d not increase em ssions fromthe facility, and
probably would be viewed as routine if the alternative was to
forego operation of that new facility. Under such circunstances,
it is unlikely that the replacenent would trigger the Act's
requi renents.

3The WEPCO s July 8, 1987 application to the PSC included a
project cost estimate of $83.9 million, of which $45.6 nmillion was
desi gnated as capital costs. A nobre recent cost estinmate provided
to EPA by WEPCO indi cates that several work itens are now deenmed
unnecessary, such that the cost of the original project is now
estimated at $70.5 million. However, all but $89, 000 of these
reductions are designated as "nmmintenance" itens. The recent
submi ssion also relates that the scope of the original project
has now been expanded to include flue gas conditioning equipnent
and associated air heater work costing approximately $17 million.
Al t hough WEPCO has not broken down these additional costs into
capital and mai ntenance (or "expense") expenditures, it would
appear that nost, if not all, of this additional work would be
classified as capital costs. Thus, it is highly likely that
actual capital costs would be significantly higher than $45.6
mllion.

-7 -

definition are discrete and independent. Thus, as expl ai ned
bel ow, PSD still applies if there is a physical change that wll
significantly increase net em ssions.

In addition, the regulations exclude fromthe definition of
physi cal or operational change "an increase in the hours of
operation or in the production rate" [see 40 CFR
52.21(b)(2)(iii)(f)]. The preanble to the rule [45 FR 52676
52704 (August 7, 1980)], mmkes it clear that this exclusion is
intended to allow a conpany to |lawfully increase em ssions through
a sinple change in hours or rate of operation up to its potentia
to emit (unless already subject to any federally enforceable

limt) without having to obtain a PSD permt. Thus, emn ssions
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i ncreases at Port Washington associated with increased opera-
tions would not, standing al one, subject WEPCO to PSD
requirements. However, as discussed in greater detail below the
exclusion for increases in hours of operation or production rate
does not take the project beyond the reach of PSD coverage if

t hose increases do not stand al one but rather are associated with
non- excl uded physical or operational changes.

Inits March 17, 1988 letter to Region V and its July 29,
1988 letter to EPA Headquarters, WEPCO asserted that the exclusion
for increases in operational hours or production rate also would
serve to render PSD review not applicable to the renovation work
proposed at Port Washi ngton because the project's purpose was to
restore the original design capacity of 80 negawatts per unit, but
not to exceed that level. However, a plant's original design
capacity is irrelevant to a determ nation of PSD applicability.

B. Significant Net Emi ssions |ncrease

Under the PSD regul ations, whether the life extension project
at Port Washington would result in a "significant net em ssions
i ncrease" depends on a conparison between the "actual em ssions”
bef ore and after the physical changes resulting fromthe
renovati on work. Were, as here, the source has not yet begun
operations follow ng the renovation, "actual em ssions" follow ng
the renovation are deened to be the source's "potential to emt"”
[see 40 CFR 52.21(b)(21)(iv)]. Apparently, there would be a
"significant net em ssions increase"” within the meaning of the PSD
regul ations as a result of the proposed renovations as currently
pl anned, because potential em ssions after the project--reflecting
the restoration of 80 nmegawatt capacity at each unit--would
greatly exceed representative actual emi ssions prior to the
physi cal changes. (The fact that the project is intended to
\restore the plant's original design capacity is irrelevant to that
calculation)4 |If this is so, the project would be a "nmjor
nodi fication" subject to PSD review. However, PSD applies on a
pol l utant-specific basis, and EPA has not been furnished with
adequat e data regarding the inpact of the proposed renovations on
the various pollutants to determ ne whether a significant net
em ssions increase woul d i ndeed occur for any pollutant. Such
data must be provided before EPA can nmake a final determ nation of
PSD applicability.
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It is inportant to note in this regard that WEPCO, at its
option, could "net out" of PSD review by accepting federally
enforceable restrictions on its potential to emt after the
renovation. This could occur through enhancenent of existing
pol lution control equipnment, addition of new equi pnent,
acceptance of federally enforceabl e operational restrictions, or
sone conbi nation of these nmeasures, limting potential emn ssions
to a level not significantly greater than representative actua
em ssions priorto the renovations. Theoretically, WEPCO coul d
m nim ze the needed restrictions on its potential to emit
following the renovations if it could show that sonme period ot her
than the npbst recent two years is "nore representative of norma
source operation" [see 52.21(b)(21)(ii)]. (Qbviously, such a
showi ng woul d be nobst inportant with respect to unit 5, because it
has been shut down and has had zero enissions since 1985.) Since
these matters are within WEPCO s control, you shoul d advi se the
conpany to enter discussions with Region V and W sconsin, as
appropriate, if WEPCO desires to "net out" of PSD review. The
VEPCO al so argued in its July 29, 1988 letter, at pages 33-41,
that even if EPA is correct that the Port Washington life
extension project would involve physical changes within the
neani ng of the PSD regul ati ons, any eni ssions increases wuld be
due to increased production rates or hours of operation rather
t han hi gher enissions per unit of production. Therefore, WEPCO
contends that these increases should be excluded from
consi deration in determ ning whether a net significant em ssions
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4The WEPCO al so contends (July 29, 1988 letter, page 35) that
EPA shoul d i nstead conpare representative actual em ssions prior
to the change with "projected" actual em ssions after the
renovations. The PSD regul ati ons provide no support for this
view. \Where, as here, a source is not currently subject to a PSD

pernmit containing operational limtations, EPA nmust presune that
the source will operate at its maxi num capacity and, hence, its
maxi mum potential to emit. However, as discussed bel ow, a source

is entitled to reduce its potential to emt by enbodying its
"projections" of future enmissions in federally enforceable
restrictions on its operations that may serve to lawfully avoid
PSD revi ew.
i ncrease and, hence, a mmjor nodification, would occur. The WEPCO
is incorrect in this regard.

As noted above, the exclusions cited by WEPCO are intended
to apply where a source increases enissions by sinply conbusting a
| arger ampunt of fuel, or processing a |arger anount of raw
materials during a given tinme period, or by expanding its hours of
operation "to take advantage of favorable nmarket conditions" (see
45 FR 52704). In this instance, however, it is obvious that
WEPCO s plans to increase production rate or hours of operation
are inextricably intertwined with the physical changes planned
under the life extension project. Absent the extensive
renovati ons proposed at Port Washi ngton, WEPCO would have little
mar ket incentive to, and in part would be physically unable to,
increase operations at these aged and deteriorated facilities
whi ch, absent the renovations, would likely be retired from
service in the near future. Thus, WEPCO s plans call for
precisely the type of "change in hours or rate or operation that
woul d disturb a prior assessnment of a source's environnental
i npact [and] should have to undergo [PSD review] scrutiny” (see 45
FR 52704). Conversely, accepting WEPCO s interpretation of the
maj or nodi fication regul ati ons woul d serve to exclude from
consi deration all physical or operational changes except those
whi ch cause increased enissions per unit of production. dearly,
EPA never intended this result. It would allow, through
substantial capital investnent, significant expansion of the
pollution-emtting capacity and |l ongevity of mgjor industrial
facilities without PSD review of the inpacts on air quality and
opportunities for future econom c grow h.

C. Baseline Date

The Novenber 9, 1987 letter fromthe Wsconsin Departnent of
Nat ural Resources to Region V asked whether a conplete March 28,
1986 PSD permt application for certain work at Port Wshi ngton
triggered the PSD baseline date, despite the fact that the permt
was never issued. The answer to this question is yes. Baseline
dates are triggered by the first conplete application and renain
in effect regardl ess of whether the application is revised or
wi t hdrawn, or whether the permit is finally issued and the source
constructed or nodifi ed.

I1'l. NSPS Applicability

The Port Washi ngton renovations are subject to the Act's NSPS
if they constitute "nodifications" within the neaning of section
111 and 40 CFR Part 60. Under 60.1, the NSPS applies to
nodi fications at an "affected facility.” Each unit at Port
Washington is properly characterized as an "affected facility"
subject to the NSPS at 40 CFR Part 60, Subpart Da, which applies
to electric utility steamgenerating units [see 60.40(a)].

Pursuant to 60.14(a), a nodifi- cation for NSPS purposes is
defined as "any physical or operational change to an existing
facility which results in an increase in the em ssion rate to the
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at nosphere of any pollutant to which a standard applies.”
Increase in emssion rate is in turn defined as an increase in
kil ograns per hour (kg/hr) [see 60.14(b)].

Pursuant to | ongstanding EPA interpretations, the emi ssion
rate before and after a physical or operational change is
eval uated at each unit by conparing the hourly potential em ssions
under current maximum capacity to em ssions at nmaxi mum capacity
after the change. |In addition, under the Act's NSPS provisions,
only physical limtations on maxi mum capacity are considered in
determ ning potential em ssions at power plants. Thus, any
prospective changes in fuel or raw materials acconpanying the
physi cal or operational change are not considered in deternining
maxi mum capacity. Consequently, 60.14(b)(2) requires that, in
conducting em ssions tests before and after a change to determ ne
whet her an increase in enission rate has occurred, "operationa
paraneters" which may affect em ssions nust be held constant. Fue
and raw materials are "operational paraneters" for this purpose
Simlarly, 60.14(e)(4) provides that use of an alternative fuel or
raw material which the existing facility was desi gned
t oaccommodat e before the change woul d not be considered a
nodi fication. Thus, for exanple, a physical change which
i ncreases the maxi mum capacity of the facility would have a
corresponding increase in the sulfur dioxide em ssions if the
facility used fuel with the sane sul fur content before and after
the change. Such a prospective increase cannot be offset by
instead using fuel with a lower sulfur content after the change
because, under the regulations, the facility woul d al ways have the
option of changing back to the higher sulfur-content fuel at a
later date without triggering a nodification for NSPS purposes.
However, any offsetting reductions in em ssion rate caused by the
concurrent addition of pollution control equipnent would be
consi dered in determ ning whether a physical or operational change
results in an increase in enission rate.
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The WEPCO contends (July 29, 1988 letter, at pages 20-27)
t hat baseline capacity for the purpose of deternining whether an
increase in em ssion rate occurs for purposes of an NSPS
nodification is the original design capacity of the facility.
This is incorrect. The thrust of the NSPS nodification provisions
is to conpare actual nmaxi mum capacity before and after the change
in question. Thus, original design capacity is irrelevant. The
provision in 40 CFR 60.14(b)(2) for manual emnmission tests to
det erm ne whether an increase has occurred clearly contenpl ates
that tests will be done just prior to and after the physical or
operational change. The original design capacity of a unit, to
the extent it differs fromactual nmaxi num capacity at the tine of
the test due to physical deterioration--and, hence, derating--of
the facility, is immterial to this calculation.

A. Physical or Operational Change

As with the Act's PSD provisions, a nodification occurs for
NSPS purposes, if there is either a physical or operational change
[see 40 CFR 60. 14(a)].

1. Physical Change

As is the case under the PSD provisions, the proposed
renovations at Port Washington would constitute a physical change
for NSPS purposes, at least at units 2, 3, 4, and 5. The WEPCO
woul d need to supply nore information, if EPA is to nake a
definitive determ nation as to unit 1.

The rear steamdruns are part of the steam generating
uni twhich constitutes the "affected facility" within the neaning
of 40 CFR 60.41(a), and the drumreplacenents at units 2, 3, 4,
and 5 are integral to the planned increase in maxi num capacity,
which is the purpose of the life extension project. Wth respect
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to unit 1, other physical changes woul d i ncrease nmaxi num capacity
from45 to 80 negawatts. However, there is sone question whet her
t hose changes, in significant part, would occur at the steam
generating unit or will be limted to the turbine/generator set,
which is not part of the affected facility. W suggest that you
pursue this matter with WEPCO to the extent necessary to determ ne
NSPS applicability regarding unit 1.

As with PSD, the NSPS regul ati ons excl ude routine
mai nt enance, repair, and replacenent [see 60.14(e)(2)]. However,
the renovations at the Port Washington steam generating units are
not routine for NSPS purposes for the sane reasons--detailed
above--that they are not routine for PSD purposes.

2. Operational Change

Oper ational changes include both increases in hours of
operation and increases in production rate. Section 60.14(e)(3)
provides that an increase in hours of operation is not, by itself,
a nodification. However, an increase in production rate at an
existing facility constitutes a nodification, unless it can be
acconpl i shed without a capital expenditure on that facility [see
60. 14(e)(2)].

- 11 -

It is highly likely that the life extension project at Port
Washi ngton constitutes an operational change under this standard
for two reasons. First, restoring naneplate capacity at units 1,
2, 3, and 4 presunmbly entails, anpbng other things, changes that
will allow the units toconbust a | arger anpbunt of fuel at maxi mum
capacity through operation at higher working pressures than the
units have been able to acconmmpdate in recent years. In the case
of unit 5, the renovations presumably involve an increase over
zero fuel and pressure. These changes constitute an increase in
production rate within the neaning of the regulations. Second, as
not ed above in the discussion of PSD applicability, this increase
in production rate entails substantial investments to inprove the
capital stock at each affected facility. It appears that these
investnents are |large enough to qualify as "capital expenditures”
under the fornula specified in 60.2, although WEPCO shoul d be
asked to supply actual calcul ations should this becone necessary
to determine NSPS applicability.

B. Increase in Enission Rate

It seems clear that, absent some creditable offsetting
changes, the increases in nmaxi num generating capacity proposed for
each of the Port Washington units would represent an increase in
the hourly potential em ssion rate for each pollutant to which a
standard applies over the em ssion rate prior to the renovation.
As noted above, burning cleaner fuels would not be creditable.
Simlarly, voluntarily restricting the production rate foll ow ng
the renovations al so woul d not be creditable for NSPS purposes,
because WEPCO could, at a later date, increase production w thout
triggering NSPS [see 40 CFR 60.14(e)(2)]. Accordingly, to avoid
triggering NSPS, WEPCO would need to install additional air
pol lution control equipnment, or upgrade existing equipnent, to
of fset the potential em ssions increases, such that no increase
woul d occur at maxi num capacity. The information subnmitted
i ndi cates that WEPCO nay pl an sone enhancenent of the current
control equipnent, but it is unclear whether this would be
adequate to prevent an increase in enmission rates. As with PSD
applicability, such steps can lawfully avoid NSPS requirenents.
Accordi ngly, you should advise the conpany that it should address
these contingencies if it desires EPA to rule on whether WEPCO can
avoid NSPS requirements in this fashion.

C. Reconstruction

Based upon data provided by WEPCO, it seens that the Port
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Washi ngton renovations would not qualify as a "reconstruction” for
NSPS pur poses under 40 CFR 60. 15, because the capital cost for the
upgrades to each of the five units, while substantial, apparently
is less than 50 percent of the fixed capital cost of constructing
a conparable, entirely new steam generating unit [see

60. 15(b)(1)]. However, the nodification and reconstruction

provi sions of NSPS are independent. The former provisions are
intended to apply in circunstances where physical or operationa
changes which increase enissions make NSPS coverage appropriate at
| evel s well bel ow 50 percent of the capital cost of a replacenent
unit. Conversely, the reconstruction provisions are ainmed at
changes to an existing unit irrespective of associ ated em ssions
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i ncreases, but trigger NSPS requirenents only if the higher 50
percent level is reached. Thus, the suggesti on made by WEPCO in
its July 29, 1988 letter (at pages |4-15) that EPA must undertake
rul emaki ng to amend the reconstruction regul ati ons before NSPS
could be applied to the Port Washington project is not well taken.

IV. Concl usion

In adopting the PSD and NSPS prograns, Congress sought to
focus air pollution control efforts at an efficient and | ogica
point: the making of |ong-term decisions regarding the creation
or renewal of mmjor stationary sources. The Port Washington life
extension project, as it has been presented to EPA, would invol ve
a substantial financial investnment at pollution-emtting
facilities that may significantly increase potential em ssions of
air pollutants over a period well beyond the current life
expectancy of those facilities. |If the additional factua
information called for in this menorandum shows that emn ssions
increases would indeed result fromthis project, the project would
be subject to PSD and NSPS requirenments. Such a result would be
in harnony with the broad policy objectives that
Congress intended to achieve through these prograns.

cc: Gerald Em son, OAQPS
Al an Eckert, OGC

bcc: G Foote, OGC
L. Wegman, OAR
J. Seitz, SSCD
M Al ushin, AED
Air Branch Chief, Regions I-X
Regi onal NSR Contacts, Regions |-X
Cal cagni, OAQPS
Farmer, OAQPS
St evenson, OAQPS
Lillis, OAQPS
McCut chen, OQAQPS
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